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SUBJ: THE GOVERNMENT CRISIS: NO PROGRESS BUT NO RUPTURE IN MORO- 
DEMARTINO TALKS 

REF: ROME 0857 

SUMMARY: MORO-DEMARTINO TALKS JANUARY 20 PRODUCED NO PROGRESS 
BUT AVOIDED A RUPTURE LEADING TOWARD DISSOLUTION 
OP PARLIAMENT AND EARLY PARLIAMENTARY ELECTIONS. 

SITUATION IS STILL VERY PLUID, WITH EARLY ELECTIONS STILL 
MORE LIKELY THAN NOT. MAJOR ALTERNATIVE SOLUTIONS TO AVOID 
THEM WOULD INVOLVE EITHER DC-PSI GOVERNMENT (BASED ON DC OR 
PSI CAPITUALATION) OR DC-BASED GOVERNMENT, PROBABLY INCLUDING 
REPUBLICANS AND/OR SOCIAL DEMOCRATS AND SUPPORTED (HALP- 
HEARTEDLY) IN PARLIAMENT BY SOCIALISTS. MORO SCHEDULED TO 
GIVE DEMARTINO DC PROPOSALS POR COMPROMISE SOLUTION ON 
JANUARY 23. IN MEANTIME, DEMARTINO AND PCI SECRETARY 
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BERLINGUER MEETING TODAY TO SEEK MORE UNITED SOCIALIST- 
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COMMUNIST FRONT AGAINST DC. END SUMMARY. 

1. MORO-DEMARTINO MEETING - PREMIER-DESIGNATE MORO MET 
WITH SOCIALIST PARTY SECRETARY DEMARTINO JANUARY 20 TO 
DISCUSS POSSIBILITIES FOR COMPROMISE ACCORD TO AVOID 
THREAT OE EARLY PARLIAMENTARY ELECTIONS. PRESS ACCOUNTS 
AND EMBASSY SOURCES AGREE THAT RESULT WAS INCONCLUSIVE, 

BUT HAD MERIT OF AVOIDING OPEN RUPTURE. MORO INDICATED 
DC WILLINGNESS TO BE FORTHCOMING ON QUESTION OE ECONOMIC 
PROGRAM MODIEICATIONS TO MEET SOCIALIST OBJECTIONS. (COMMENT: 

WE ARE TOLD BY CARIGLIA OF PSDI THAT DC WILL ACCEPT VIRTUALLY 

ALL PSI POINTS.) DEMARTINO ASKED MORO TO MAKE DC COMPROMISE OEEER 
IN ECONOMIC FIELD. MORO AGREED TO REPLY IN MEETING SET FOR 
FRIDAY JANUARY 23. IN THE MEANTIME, DE MARTINO IS 
MEETING PCI SECRETARY BERLINGUER TODAY TO SEEK REDUCTION OE 
PCI-PSI POLEMICS AND MORE UNITED ERONT AGAINST THE DC. 

2. GOVERNMENT EORMULAS - POLITICAL DISCUSSION NOW CENTERS 
ON POSSIBLE GOVERNMENT EORMULAS WHICH MIGHT AVOID 
EARLY ELECTIONS AND PROVIDE VEHICLE EOR DC-PSI COMPROMISE 

ON ECONOMIC MATTERS. SOCIALISTS HAVE MADE CLEAR THAT THEY WILL 
NOT ENTER GOVERNMENT UNLESS THEIR EULL POLITICAL AND ECONOMIC 
DEMANDS ARE MET. HOWEVER, THEY MIGHT BE WILLING TO ABSTAIN ON 
THE EORMATION OF A ONE, TWO OR THREE PARTY GOVERNMENT INVOEVING 
THE DC, SOCIAL DEMOCRATS AND/OR REPUBLICANS, AND GIVE IT ISSUE- 
BY-ISSUE SUPPORT IN PARLIAMENT. IN THIS CASE, THEY WOULD NOT EXPECT 
THEIR EUEL DEMANDS TO BE MET. 

3. DC UNCERTAIN TIES - INITIAL SMUGNESS OE DC BASED 

ON AWARENESS THAT PSI ON DEEENSIVE AND DC TACTICAL POSI- 
TION RELATIVELY STRONG HAS EADED AS RANK AND FILE. DC 
PARLIAMENTARIANS CONTEMPLATE RISKS OE EARLY ELECTIONS. 

WHILE, ON BALANCE, DC SOURCES CONCLUDE, THAT PARTY PROBABLY 
BETTER OEE GOING TO ELECTIONS NOW THAN IN MID-I977 (OR 
IN FALL OF THIS YEAR), THEY RECOGNIZE GRAVE DANGERS 
INVOLVED. DC POSITION REMAINS CHARACTERIZED BY WILLING- 
NESS TO COMPROMISE SUBSTANTIALLY IN ECONOMIC EIELD, BUT 
PR F.-ET ECTOR AL EIRMNESS ON COMMUNIST QUESTION. PARTY IS 
RELATIVELY UNITED AND EVEN DC SOURCES CEOSE TO ANDREOTTI 
WHO EAVOR DC-PSI GOVERNMENT AND BELIEVE PSI WOULD MAKE A 
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DEAL IE DC WOULD DROP MORO AS PREMIER-DESIGNATE, REFUSE 
TO CONSIDER CHANGING HORSES AT THIS TIME. (CARIGLIA SUBSTAN- 
TIALLY CONFIRMED THIS VIEW TO DCM AND EMBOEE STATING THAT 
DEMARTINO CANNOT SUPPORT A MORO GOVERNMENT AND RETAIN HIS 
"SOUTHERN ITALIAN EACE" BECAUSE IF WAS MORO WHO IGNORED 
HIM EARLIER, THUS CAUSING THE CRISIS. THE INSISTENCE OE 
THE DC ON KEEPING MORO CARIGEIA SAID, IS EVIDENCE THAT THE DC, 

OR SOME OF IT, REALLY AIMS AT EARLY ELECTIONS.) 
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4. ATTITUDES OF THE OTHER PARTIES - (A) REPUBLICANS - 

THE ATTITUDE OF THE DCS FORMER PARTNERS IN THE GOVERNMENT 
WAS MADE CLEAR BY REPUBLICAN PARTY SECRETARY BIASINI 
AT PRI DIRECTORATE JANUARY 20. BIASINI STATED THAT PRI 
WILL NOT ENTER GOVERNMENT WHICH DOES NOT HAVE A 
GUARANTEED PARLIAMENTARY MAJORITY BUILT UPON AN AGREED 
PROGRAM. FURTHERMORE, PRI LEADER LA MALFA MADE CLEAR 
THAT PRI WILL NOT AGREE TO ANY PROGRAM WHICH GOES 
AGAINST ECONOMIC PROGRAM WORKED OUT BY MORO-LA MALFA 
GOVERNMENT. 

(B) SOCIAL DEMOCRATS - SOCIAL DEMOCRATS FEAR THAT 

THEY WOULD DO POORLY IN EARLY ELECTIONS AND ARE THUS WORKING 
TO AVOID THEM. THEY STRESS HOPE THAT ECONOMIC ACCORD 
CAN BE RECHED BETWEEN PSI AND DC AND URGE BOTH SIDES TO 
COMPROMISE. HOWEVER, THEY OPPOSE IDEA OF DC-PSI GOVERNMENT 
LEAVING THEM OUT IN THE COLD, AND MAINTAIN THEIR 
STAND AGAINST COMMUNIST "ASSOCIATION" WITH THE MAJORITY. 

(C) PCI - THE COMMUNISTS APPEAR ANXIOUS TO AVOID EARLY 
ELECTIONS IN ORDER TO ALLOW MORE TIME FOR CONSOLIDATION 
OF THEIR JUNE 15 ELECTORAL GAINS. THEY ARE BELIEVED TO 
FAVOR LONG SHOT POSSIBILITY OF DC-PSI GOVERNMENT, BUT TO 
BE LESS HAPPY WITH IDEA OF PSI OUTSIDE SUPPORT FOR DC 
GOVERNMZNT INCLUDING REPUBLICANS AND SOCIAL DEMOCRATS. 

5. WHAT NEXT? - CONELICTING PRESSURES ARE KEEPING SITUA- 
TION HIGHLY FLUID. ONLY TYPE OF ACCORD WHICH CAN REALLY 
BE EXCLUDED IS ORGANIC CENTER-LEFT INCLUDING ALL PARTIES OF 
PREVIOUS MAJORITY. RECOURSE TO EARLY ELECTIONS STILL 
REMAINS MORE LIKELY THAN NOT. MAJOR ALTERNATIVE TYPES 

OF SETTLEMENT TO AVOID EARLY ELECTIONS ARE DC-PSI 
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GOVERNMENT, BASED ON DRAMATIC BACKDOWN BY EITHER DC OR 
PSI PROM ORIGINAL POSITIONS, OR PSI PARLIAMENTARY SUPPORT 
TO A GOVERNMENT DRAWN FROM ONE OR MORE OF PREVIOUS MAJORITY 
PARTNERS (DC PLUS PSDI AND/OR PRI) WHICH ACCEPTS LIMITED 
RANGE OF PSI DEMANDS. LATTER TYPE SOLUTION WOULD ALMOST 
CERTAINLY PRODUCE A GOVERNMENT EVEN WEAKER THAN THE LAST 
ONE AND WHOSE MAIN PURPOSE WOULD BE TO AVOID EARLY ELECTIONS 
THIS SPRING.VOLPE 
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